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Some of the Factors Governing Staff Advancement 


By WatLrer B. Gipson 


lo the individual, the urge for per- 


advancement is, or should be, 


sonal 
constantly in mind. .\dvancement of 
the individual is likewise constantly in 
the thoughts of the partners and man- 
agers. It is only by advancement or 
erowth that anything worth while ever 
transpires, either for the individual or 
for the firm. 

In a public accounting organization, 
advancement (which means increased 
responsibility as well as increased com 
pensation), 1s not automatic, but the 
factors which govern it are reasonably 
These factors gover 
statt 
as the codified rules of 


well established. 

the progress of a member much 
a game should 
To 


follow the analogy further, just as a 


govern the participants therein. 


player is handicapped if he has not 
studied the 


vame, so is the staff accountant handi- 


basis of scoring in his 


capped if he is not made aware, or 
does not become aware, concretely, of 
“the things that count.” 

statt 


failed to understand why their own ad- 


Frequently accountants have 
vancement has been slow, or why the 
advancement of others has been rapid. 
Conversely, it is not always possible 
for the man who has advanced, to state 
the elements in his character and abili- 
ties which have pushed him upward. 
It is the thesis of this article that staff 
should 
them some means of self-measurement, 


accountants have available to 


“what is expected of 


of knowing 
them.” 


The following list is not all- 





. On 


inclusive, but should convey a compre 
the 


considered in the original selection of 


hensive idea of factors which are 


men and in their advancement. 


!. Selection of Beginning Juniors 
\. General ability and character- 
istics 
(1) Character and ethical 
standards 
(2) General education and 
mental discipline 
keenness of mind 
(+) Perspective 
5) Definiteness of purpose 
to enter professional 
work 
(6) Qualities of leadership 
(7) General health 
(8) Number of 
and business friends 


personal 


IB. Veehnical ability 


(1) Technical accounting 


education 

(2) Practical accounting 

experience in outside 

business 

(3) Other practical experi- 

ence in outside busi- 
ness 

CF ae 

C. Personality and appearance 

(1) Ability to talk 

tively, as demon- 

strated by prelimi- 

nary interviews 

(2) Tact in dealing 


examinations 


(+) 


etfec- 


with 
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others as disclosed by 

preliminary inte r- 
VIEWS 

3) Ability to call forth in- 
stinctive liking 

+) General cleanliness and 
smartness of appear 


ance 


ldvancement of Junior to Grade 
of Semi-Senior 
\ll of foregoing plus: 

\. Additional 
ability and characteristics 
as demonstrated on actual 
assignments 

(1) Teachability, ability to 
grasp instructions and 


factors of general 


to follow them. 
2) Initiative 
(3) Energy 
} 


) Speed in’ performance 
of work without sac- 
rifice of accuracy 

5) Judgment in matters 

requiring same 

6) Self-control 

7) Personal habits and as- 


sociations 
for authority 

of superiors 
9) Increase in 


8) Respect 


personal 
and business friend- 
ships 
B. Additional factors of technical 
ability as demonstrated 
on actual assignments 
(1) Accuracy in perform- 
ance of work 


(2) Knowledge of account- 
ing theory 
(3) Ability to apply theory 


to practical cases 

(4) Ability to bring 
signed work to defi- 
nite conclusion 


as- 


M.JOU 


Nf. 





D. 


Advancement 


A. 


ww 


~ 
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(5) Proper regard for value 
of detail 


(6) Resourcetulness 
(7) Ability to grasp the 
fundamental — princi- 


ples of the accounts 
under examination 
Personality and appearance as 
atfecting actual work 
(1) Impressions made upon 
clients 
(2) Impressions made upon 
superiors 
(3) Impressions made upon 
men of same grade 
General value to firm 
(1) Loyalty and 
heartedness 
) Length of service 
) Willingness to 
personal 


whole- 


(2 
s make 
sacrifices 
for firm interests 


of Semi-Senior to 
Grade of Senior 
All of the foregoing in even a 
greater degree, plus: 


Continued evidence of im- 
provement along all items 


previously enumerated 
“Technical Ability” includ- 
ing passing of C. P. A. 
aminations 


cx- 


Development of constructive 
viewpoint and knowledge of 
business apart from purely 
accounting matters 

Evidence of proficiency in re- 
port writing 

Real evidence of ability to as- 
sume a measure of supervi- 
sion over others and to plan 
work 

Development of 
knowledge 


specialized 
of some particu- 
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lar business ot 
the firm 
or may serve in the future, 
or specialized tax or system 
experience 


industry 


which now 


serves 


I’, Increase in general value to 


firm 

(1) Ability to understand 
and carry out firm 
policies 

(2) Readiness and ability 
to cooperate — with 


others 

3) Evidence of ability to 
instruct and develop 
subordinates and to 

satisfactory re- 
sults from inexperi- 
enced men 

4+) Evidence of ability to 

liking and_re- 
spect of subordinates 

5) Readiness ability 
to give new ideas a 
trial 

(6) Expansion of 


get 


will 


and 


outside 
interests and circle of 
friends 


I”. Advancement of Senior to Super- 
vising Accountant 
All of the foregoing items 
under headings I, II, and III 
in increasing measure, plus: 
A. Demonstrated ability to plan 
and supervise 
(1) Ability to carry load of 
simultaneous 
engagements, with 
proper perspective on 
each 
(2) Ability to arrange with 
client for work to be 


several 


done and to grasp 
client’s viewpoint 
thereon 


J 


O 


U 
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(3) Ability to 
schedule 
meet 


plan and 
work — to 
time limits and 
conflicts 


avoid with 


other assignments 


(4+) Ability to — estimate 
work for both time 
and cost 


(5) Ability to place assist- 
ants where they will 
do the most good 

(6) Ability to review drait 
reports and get them 
in final 


form for 


typing 


B. \bility to teach 

(1) Demonstrated ability to 
explain work clearly 
and fully to assist- 
ants 

(2) Demonstrated ability to 
gain confidence of as- 
sistants and to inter- 
est them in 
ments 


assign- 


(3) Success in developing 
all-round men, in bet 
tering men of lower 
and in 


erally 


grade, ell- 
increasing 
knowledge and _ skill 


of assistants 


C. Ability to increase scope and 


volume of services 

(1) Breadth of general ac- 

outside 
interests, etc., result- 
ing in introduction of 
new clients 

(2) Ability to perceive pos- 
sibilities of additional 
usefulness to present 
clients and capability 
in expanding present 
connections. 


quaintance, 
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Retail Accounting 


from the | 


ewpomnt of the 


Accountancy Practitioner * 


By Hermon I. BELL 


Because retailing is so broad and 
interesting a subject, even if one 
considers it only in its accounting pro- 
cedure and methods and problems, it 1s 


necessary to limit and define my sub- 
ject. L have chosen to stress the view- 
point of the accounting practitioner, 
and consider (1) What essentially ‘s 
this viewpoint, (2) What are the out- 
standing and differentiating facts and 
problems retail ac 


connected with 


counts, (3) What are some of the im- 
the 
answers to the two preceding questions 
that 
practical aspects for the accountant - 

(1) The 
mecy practitioner 


the 


plications or corollaries from 


may well be considered in their 


viewpoint of the account- 


Does accountancy practitioner 
a distinctive or well defined view 
point? If so, what is this viewpoint, 


or what should it be ? 


have 


Last year President Coolidge in ad- 
the \nnapolis 
pointed out that, in the words of a poet, 
lin- 
\ dictionary that I consulted 
the 


dressing cadets at 


“Knowledge comes, but wisdom 
gers.” 
defines wisdom as power ot ap- 
plying knowledge possessed. | submit 
that the accountancy _ practitioner 
should stress the application of knowl- 
edge possessed. 

The accountancy practitioner should 
be more than, and different 
accumulater or 


trom, an 


compiler of facts or 


data from experience; his viewpoint 





should be 
and comprehensive than that of 


broader, more sympathetic 
the 
theorist or the scientist who classifies 
or even brings order out of experience. 
| submit that in the broadest and best 
the 


have 


sense accountancy — practitioner 


should wisdom and the philo- 
sophic viewpoint, that is, be supremely 
interested in “the principles that gov 
ern or explain facts and events.” 
Perhaps it has been even better ex 
pressed that such a man is one “who 
has discovered that the real meaning 
and value of things can be accurately 
determined only as we judge the part 
in the light of the whole; he lays em- 
phasis on the fact that if we have a 
the whole, we distort, 
and oftentimes make meaningless, the 


wrong idea of 
parts; therefore he makes a_ special 
effort to look at things comprehen- 
sively and accurately.” 

It seems to me that accountants can 
well be more on their guard against 
failure to retail 
problems comprehensively, and the 
giving of undue attention to detail, 
than against neglect of details. In de- 
partment there is so 
much of detail that the practitioner in- 
experienced in this particular line of 
work is quite in danger of becoming 
lost. 

The common every day viewpoint 1s 
detail. It in«di- 
vidual facts or sections of the accounts 


look at accounting 


store accounts 


interested in studies 
and regards relationships as entirely 
it is 
said, for how can we study ratios and 


secondary. Of course this is so, 























relationships until there are things to 
be related 7 

Another view is at first quite star 
ting; it is that logically relationships 
are first and individual sections of the 
accounts are dependent even for their 
origin, existence and form, upon other 
phases of the business, in short upon 
relationships. This latter is the view- 
point of the accountancy practitioner. 

(2) Outstanding and differentiating 
facts and problems connected with re 
fail accounting: 

To my mind there are a_ few 
outstanding and distinctive factors, 
elements and conditions that have ex 
ercised, and still continue to exercise, 
a controlling influence upon the ac- 
counting procedure of retailers, and 
preeminently upon the accounts of de- 
partment stores. They result in the 
following : 


(1) Departmental organization, 
which is more than a mere con- 
venience, it is a basic element in 
merchandising policy and pro- 
cedure, as well as to a large 
extent in expense control : 


(2) Daily audit and balancing of 
sales checks with cash, and with 
charges made through the ac- 
counts receivable division; 

(3) System of merchandise control, 
notably but not exclusively il- 
lustrated in the so-called retail 
method ; 

(4) Functional  organization,—us- 


ually three- or four-fold—as for 
example, 
Merchandise manager 
General superintendent 
Treasurer and controller 
Publicity and sales promo- 
tion. 


The last of these four distinctive 


OU RN A EL 


Si 


features, four-fold functional organi- 
zation, is based upon the normal activi- 
ties of a store, namely: merchandising ; 
relations with public, supervision of 
employees and upkeep of premises, and 
service departments ; financial, account- 
ing and control; publicity and sales 
promotion, 

Merchandising policies are built 
around the departmental organization. 
lkach department is supposed to mer 
chandise, in not less than  predeter 
mined or estimated volume, at not less 
than minimum rates of gross profit. 
Ixxpense control also is largely based 
on departmental organization. 

In retailing, and preeminently in de- 
partment stores, large and varied stocks 
of merchandise are in the immediate 
custody of numerous employees who 
sell and make delivery of merchandise, 
either directly over the counter to cus- 
tomers, or by way of the stores’ 
delivery service, in exchange for cash 
or on charge account. It is this con- 
dition, so different from that of manu- 
facturers, wholesalers and jobbers, 
that has and does exercise a determina- 
tive influence in making necessary a 
system of merchandise control (which 
partly causes and which makes use of 
departmental organization) and daily 
audit of cash receipts and sales. 

The factors and conditions outlined 
are the key to a large part of retail ac- 
counting procedure. 

The degree, extent and method 
of departmental organization, daily 
checks and balances as between cash 
and charge accounts on the one hand 
and merchandise on the other, and 
methods of merchandise control and of 
form of functional organization, are 
clearly determinative of much of the 
accounting procedure. 


Certainly one 
has at least to understand the prob- 
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lems before he can judge how well 
they have been solved. 

In retailing, a business where mer- 
chandise is bought and sold, the mer- 
chandise problem is ever present and 
to no other problem. This 
means that both tor the balance sheet 


and the operating account, and also for 


second 


managerial control, inventory quanti- 


ties and valuations are of prime im- 
portance. 

The retail method of inventory con- 
trol is and 
\side from this method there 


are two other principal methods. 


coming more more into 
vogue. 
(one 
very simple method is to determine 
gain or loss by periodic inventories. 
his method is not suitable where con- 
tinuous merchandise control is_ re- 
quired, except where it is possible to 
take inventory very often, as for ex 
daily. 
newsstands, 


ample lor some places, as 
cigar counters, soda foun- 
tains, ete., stock removed, that is cost 
of sales, can be determined by daily 
inventories. even here, however, in 
some cases it may work out better to 
list inventories at retail prices, though 
the retail method may not be used in 
its distinctive features. 

The third 


sale. This method is used where the 


method is to cost each 


articles are of considerable value and 


it is worth while to keep running in- 
ventory records of all of the stock of a 
department or a section of a depart- 
ment. This method is more accurate 
than the retail method, which being a 
percentage method, is based upon av- 
erages, rather than individual costs, 
but it is hardly feasible for most de- 
partments. \When this third method ts 
used care should be taken not to neg- 
lect depreciation of unsold merchan- 
which to but not 


dise some 


extent, 
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entirely, is taken care of automatically 
under the retail method. 

Under the retail method inventory 
values are determined by deducting 
mark-on from 
marked 


gross percentages in- 
the 
Kach department’s own per- 


centage is applied to its inventory or 


ventories taken at retail 


prices. 


occasionally each section of a depart- 
ment. 

Gross mark-on is to be distinguished 
from net mark-on and the former used. 

While deduction of mark-on 
does help to provide for reductions vet 
to be taken, it is my opinion that the 
retail method sometimes, or perhaps 
usually, does not bring the inventory 


2TOSs 


to as conservative a figure as is to be 
desired. This is for two reasons. .Av- 
erages are applied, whereas usually it 
will be found that merchandise with 
lower mark-on sells first. This 
sults in a tendency to value high profit 
merchandise at more than cost. lur- 
thermore, even if retail prices are re- 
duced by mark-downs on slow selling 
goods, at the close of any fiscal period 


LE a 


there is bound to be some other such 
merchandise that will ultimately be re- 
duced, but which merchandise this is 
will not then be known, and conse. 
quently it can not be reduced by change 
of retail prices. The reductions ulti- 
mately to be made on merchandise on 
hand at any given date will be found 
by actual figures, almost without ex- 
ception, I believe, higher in ratio or 
percentage than the average percentage 
of mark-downs on purchases of an en- 
tire period. 

In such cases general merchandise 
reserves can, of course, be provided, 
but they are not deductible for 
tax purposes. 

Merchandise is in 


income 


natural course 


converted into cash directly or in- 
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directly by way of accounts receivable. 

The retailer should keep his assets 
liquid. Except for investment in 
buildings the retail balance sheet should 
have little in the way of fixed assets. 

fixtures and equipment are deferred 
expenses, and should be capitalized 
conservatively in the first place and 
written off by depreciation as rapidly 
«ls possible. 

Operating results require classifica- 
tion by departments. The volume of 
each department, and the percentage 
ot YTOSS profit realized, should be con- 
sidered in connection with amounts of 
opening and closing inventories. 

I:xpense ratios have become fairly 
well standardized. The largest eX- 
pense is salaries and wages, usually 
one-half or more of the total expense. 
Volume, ratio of gross profit, salaries 
and wages, are the three main elements 
to be watched. If they are satisfac- 
tory, the results of the business are 
pretty sure to be good, provided, of 
course, general or fixed overhead has 
not been incurred in excessive amounts. 

The foregoing are a few of the fac 
tors to be watched or considered in 
review of retail accounts. It is all too 
easy to lose sight of broad principles 
and conditions and become immersed 
in detail. 

(3) Implications or corollaries frou 
the preceding: 

The work of accountants in connec- 
tion with department stores or other 
forms of retailing consists, not en- 
tirely but in considerable measure, of 
the audit and review of accounts, and 
the preparation of balance sheets and 
operating statements, also the prepara- 
tion or review of tax returns, or con- 
sultation in 
problems. 


connection with tax 


In the light of our discussion of the 


~ 


accountant’s viewpoint, it would seem 
that the approved procedure in audit 
ing should be to pass from the general 
to the particular, from the balance 
sheet and operating statement back to 
supporting detail 


versa. 


rather than vice 


If we are at all correct in our state 
ment of what the accountant’s view 
point should be, namely that he judges 
the parts in the light of the whole, and 
makes an especial effort to look at the 
accounts comprehensively and studies 
the relations of the parts to each other 
and to the whole, so that he can apply 
knowledge possessed and understand 
something of the principles that cause, 
control or explain results, it would 
seem not far wrong to intimate that 
all too often even accountants end 
where they should begin, namely with 
the preparation of financial and operat- 
ing statements. 

It has for many years been my be 
lief that in auditing the accounts of a 
department store, or of any other retail 
business for that matter, until a de- 
tailed comparative balance sheet and a 
detailed comparative operating account 
has been prepared, tentatively at least, 
the audit has not, properly speaking, 
commenced at all. 

The comparative statements referred 
to form the basis of the audit, the pro- 
cedure of which is to verify all the as- 
sets and liabilities, making sure that ali 
such are reflected, with analysis of the 
elements of income and expense as 
shown on the operating statement and 
comparison with similar figures for the 
preceding period. 

Moreover comparisons should be 
made between balance sheet and oper- 


ating statement to ascertain whether or 
not the income that should have ac- 
crued from the assets is accounted for 
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that such 


tion, provision for doubtful accounts, 


and expenses as deprecia- 
etc., are reflected in both statements. 

lor verification of the elements en- 
tering into balance sheet and operating 
statements, one should adopt the pro- 
cedure of analysis and comparison, 
following back to the component parts. 
in as great a degree of detail as desir 
able, always passing from general to 
particular by process of analysis rather 
than in the reverse direction. 

lor some elements, as for example 
merchandise, whether reflected in the 
balance sheet inventories or in sales 
and cost of sales, this comparative an- 
alysis should be by departments. For 
should include 


the numerous ledgers grouped under 


accounts receivable it 
appropriate classifications as for ex 
ample, regular accounts, instalment or 
deferred payment accounts, Co). B's, 
will calls or lay aways, employees ac- 
counts, ete. 

Department stores generally operate 
on the basis of planned or estimated 
sales, departmentally classified, with 
required gross profit percentages, and 
expense ratios kept within reasonable 
limits. Such budgeting and planning. 
whether formal or more or less infor- 
mal, is considered to be the basis of 
operations, subject of course to rea- 
sonable modifications of buying limits 
and expenses as such modifications are 
warranted by variations of sales from 
volume planned. 

In a brief treatment such as this, it 
has been necessary to omit even men- 
tion of many problems worthy of more 
or less extended discussion. 

In conclusion, I wish to express an 
appreciation of what retailers and _re- 
tail organizations have done to promote 
accounting progress in this particular 
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field, and even more strongly bear wit- 
ness to the broad progressive activities 
sympathies interests, 
well nigh without exception, of the 
many retailers whom it has been my 
pleasure and privilege to know or to 


and wide and 


be associated with, in greater or less 
Retailers rightfully can ex- 
pect of the accountancy practitioner 


degree. 


breadth and comprehensive accuracy in 
the arrangement, presentation and in 
terpretation of their financial and oper- 
ating statements that this be 
accomplished not by neglect of detail 


and 


but by correlation and proper sense of 
proportion between the less and the 
more important. 


Notes 
tried 
examination in 


Of the 121 candidates who 
the recent C. P. A. 
Ohio, only two were successtul. One 
of the two was Mr. Henry M. Crver 
who joined the staff of our Philadelphia 
office in 1917 and was transferred to 
the Cincinnati office in 1924. We ex- 
tend our congratulations on his success 
in passing an examination where there 
was so high a mortality. 

Mr. Staub has been elected a Direc 
tor and Mr. Hamilton Howard Treas- 
urer of the New York State Society of 
Certified Public Accountants. 

Mr. C. H. Knoll of the New York 
office has successfully passed the New 
York State C. P. A. examinations in 
all four of the required subjects. 

On April 13th Mr. Staub, as chair- 
man of the Committee on [ederal 
Legislation of the American Society of 
Certified Public Accountants, appeared 
before the Senate Finance Committee 
to present the views of the Society on 
various features of the pending reve- 
nue bill. 
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Special Investigations in Collaboration with 
Attorneys-at-Law 


By ALFRED | 


> 


X. POINTER 


(Los Anaeies Office) 


There are probably no two profes- 
sional activities which come closer to- 
gether in the conduct of modern busi- 
ness than those of the attorney and 
accountant. 
that 
thought and action exist between these 
professions, and to a degree must be 
preserved in order to make possible the 
accomplishment of their respective ob- 
jectives, which, in the final analyses, 
often differ. 


It is common knowledge 
> 


fundamental differences of 


Nevertheless, very good 
reason exists why each should appre- 
ciate and understand to some practical 
extent the principles and procedure in- 
This ar- 
ticle is presented in the hope that it 
will be of some practical aid to those 


volved in the other’s work. 


following the profession of account- 
ancy who not yet called 
upon to conduct or participate in spe- 
cial investigations conducted primarily 
for legal purposes. 


have been 


Relationships With Attorney 


It should be borne in mind that only 
in uncommon instances does the attor- 
ney talk the language of the account- 
ant. While the attorney's process of 
reasoning and method of expounding 
run along lines differing from those of 
the accountant, they are not necessarily 
divergent therefrom; he 
saying the same thing as the account- 


is probably 


ant would say under the same circum- 
stances, but in a different way. The 
accountant’s mind should always be on 
the alert so that commonplace state- 
ments will not be misconstrued. 


Certain questions should be in the 
accountant’s mind and among these are 
the following: 

1. What are the purposes of the in 

vestigation ? 

2. To what extent is it to be carried ? 

3 any investigations 

made previously ? 
4+. What pre-knowledge has the at 

torney, if any, of the 
and its problems ? 


Have been 


situation 


on 


Does the investigation meet with 
the approval of the concern sub- 
ject to investigation ? 

6. To what extent does the attorney 
require to be furnished with doc 
umentary evidence ? 
What is the legal 
volved, in general ? 

8. To what extent does the attorney 
indicate knowledge of accounting 


situation in- 


N 


principles and procedure ? 

9. To whom and to what extent, is 
the accountant at liberty to dis- 
close all or any of the results of 
his work ? 

The reasons for special investiga 

It may be that the investi- 

made in behalf of 

trustees ; 
or for regulatory bodies or those hay 


tions vary. 
gation is being 


stockholders or creditors or 


ing contractual relationships with the 
company, or for others. 
investigation may have become real be 
actual 
ruptcy or insolvency; or occasioned by 


The need for 


cause of impending or bank 
charges of mismanagement, violation 
of trust relationships, dissipation or 
concealment of 


assets, 1 m-per form- 

















anee or 
tual 


nus-performance of 
ultra 
officials, 


contrac 


obligations, vires acts ot 


directors or all the foregoing 


with or without fraudulent intent; or 


it may be a case of just plain dishon- 


1 


esty Whatever the situation may be, 


the accountant should clearly under 
stand the purpose of the investigation 
in order to ensure the attainment of 
the objective being aimed at. 

In some cases the attorney may pre 
fer to outline verbally his 


ments. 


require 
Therefore, it is frequently 
for the accountant, after he 
has got is bearings, to prepare a mem- 
orandum outlining the 
extent of the investigation as he 
it and to obtain thereto the attornev’s 
approval or modifications, 1f required. 


advisable 
character and 


sees 


But under no circumstances should the 
preparation or approval of such mem 
orandum be construed as representing 
exclusively and conclusively all matters 
or angles to be covered. The omission 
or overlooking of salient features or 
important points finds an excuse only 
NEVER in practice. Ii 

features 
they should immediately be taken up 
with the attorney. 

One of the first steps should be to 
ascertain whether or not previous in- 


in theory 


certain new are discovered 


vestigations or audits have been made, 
by whom and the purpose thereof, and 
if possible to secure copies of the re- 
ports thereon. Investigations — fre- 
quently do not call for an audit; there- 
fore, previous audit reports may be of 
substantial help. 


ready been made on the problem now 


If reports have al 


involved, and proved to be unsatisfac 
tory, the reasons for their deficiencies 
should be ascertained if possible to help 
guard against repetition of the same 
or similar errors. 

If the attorney has already probed 





Into matters pertinent to the investiga 
should tind out 


just what knowledge or facts have been 


tions, the accountant 


so gained or established, which will 
be helpful in the initial and progressive 
stages of the work. 
that 


hot 


It may transpire 
could 
be obtained from the company’s 


much of this intormation 
records or its officials, because it is not 
retlected in the former and would not 
be disclosed by the latter. 

The should 
formed the 
being made by request of the company, 
by mutual wish of the parties inter- 
ested or whether it is being “forced” 


accountant also be in- 


whether investigation is 


on the company, say, by order of 
Court. Pre-know ledge of this kind 
may need to govern his attitude and 


procedure during the course of the 1n- 
vestigation. 

The accountant should ascertain to 
what extent the attorney requires him 
to furnish verbatim copies of documen- 
tary and written evidence or data, such 
as articles of incorporation, minutes, 
contracts, accounts, etc. 

lor the the 
greatest help to the attorney it is ad- 
visable, if not 
have at least a general understanding 


accountant to be of 


essential, for him to 


of the legal situation involved. The 
imparting of this information by the 
attorney is entirely within his control, 
and the advisability or necessity of the 
accountant being posted thereon may 
never have entered the attorney's mind. 
Therefore, in approaching the attor- 
ney, it would be well for the account- 
ant to that with a 
the legal situation, he 
would be better equipped to assist the 
attorney. The attorney will usuaily 
see the force of such a suggestion and 


general 


suggest 


knowledge of 


be glad to explain in a general way the 
principles involved. 
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In his discussions with the attorney, 
the accountant should endeavor to form 
an opinion of the extent to which the 
attorney understands familiar 
with financial and accounting matters, 


and is 


and be guided thereby in his presenta- 
tion of the report. 

There should be a clear and definite 
understanding as to whom besides the 
attorney, if anyone, the accountant is 
authorized to give information relative 
to the progress or results of the inves- 
tigation. Suffice it to say, that the ac- 
countant can not be too particular as 
to his responsibility in this connection. 


Relationship With Those Subject to 
Investigation 

It is probable that the accountant, 
being human after all, has already 
formed certain opinions as to the gen- 
eral situation he will meet and he may 
unconsciously have permitted certain 
prejudices to form, one way or the 
other. While it may be difficult and 
perhaps impossible for him to empty 
his mind completely of them, he should 
at the start relegate them to the back- 
ground. Unless he meets those sub- 
ject to investigation with an air of 
impartiality and fairness, he is more 
than likely to meet opposition and an- 
tagonism, which, it should be 
nized may be active or passive. 


recog- 
Under 
certain circumstances there come times, 
not necessarily to the accountant’s dis- 
credit, when such a situation can not 
But until 
then it is advisable to foster and en- 
courage the spirit of good will. 

The accountant should always act 
with an unobjectionable dignity and 
with reserve. He should be 
courteous and pleasant, yet firm and 
clear in his demands and discourage 
any attempts at familiarity. 


be avoided or prevented. 


proper 


lew 
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The attitude toward the accountant 
will broadly speaking be that of eithet 
anicl 
ani 


help, hindrance, or indifference, 


it will sometimes require very keen 
perception to determine whether it is 
real or just apparent. [Hlelp that is 
apparently being proffered may be an 
attempt to mislead or divert from other 
matters of greater importance; hin 
drance may be merely bordering on 
indifference, while hindrance or indit 
ference may be openly or subtly very 
real the 
facts or records or consist of untruth 


and aim at concealment ot 
ful disclamation of knowledge, or, as 
in the first case, constitute an attempt 


to divert attention. 


Conducting the Investigation 


In commencing the investigation the 
accountant should have definitely in 
mind that he is primarily interested in 
the ascertainment of facts. When facts 


are spoken of in every-day usage, the 
thought usually is that the thing or 
event referred to exists or existed in 
physical actuality or practical experi- 
from imagina- 
tion, speculation, fancy, ete. When 
the attorney refers to facts he means 


ence as distinguished 


either (1) any of the circumstances’ or 
matters of a case as they are alleged 
to be, or (2) the reality of events or 
things the actual occurrence or exist- 
ence of which is to be proved by evi- 


dence. In legal usage a distinction is 
often made between fact as stated 
under (2) above, and law, the latter 


being construed as being the legal ef- 
fect of the occurrence or existence oi 


events or things in the light of the 
rules and principles of law. There- 
fore, for the purpose of this article 


and as a practical guide in making in- 
vestigations for attorneys, it is stated 
in general that: 

















(1) Vhe facts and the evidence 
thereof, 1e., the actual occur 
rence or existence of events or 
things, and the books, docu- 
ments, miscellaneous data, and 
explanations obtained in’ sup- 
port, are to be: 


First, determined and brought 
out by the accountant, and 
Second, passed upon by the 
attorney. 


bo 


The effect of the facts as deter 
mined is to be: 


first, reported on by the ac 
countant as to physical hap- 
pening and = corporate and 
individual acts, and from the 
viewpoints of finance, ac 
counting and business prac 
tice ; interests of stockholders, 
investors and creditors, or 
fiduciaries ; control and man- 
agement; governmental con- 
trol; operating results, 
fraudulent transactions, if 
any; and such like, and 
Second, examined and passed 
upon by the attorney in the 
light of regulatory legislation 
and general law. 


o) 


Che application of the rules and 
principles of law is to be made 
by the attorney. 


The accountant should understand 
that the books, accounts and other data 
while admissible in evidence, consti- 
tute presumptive evidence only as to 
the transaction recorded or alleged to 
be recorded therein. That is to say, 
they are not conclusive, but are open 
to attack or may be controverted if it 
can be proved that the facts are not 


truly represented therein or thereby. 
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Vherefore, it behooves the accountant 
to have always in mind the possibility 
that the books and other records may 
not reflect the facts, and in every way 
possible to verify what are in the first 
place apparently the facts and the re 
sults thereof. This is particularly ad- , 
visable because the accountant may be 
called upon to testify in court. 

\s soon as practicable, the account- 
ant should prepare a written program 
or outline, of the actual work and re 
sults to be accomplished, with appro- 
priate headings for readily inserting 
additions or modifications in their 
proper relationships, and collateral 
matters as they appear. The memory 
should never be relied upon; adequate 
notes should always be made. 

It is frequently helpful to examine 
first, all and any minutes, even if in a 
cursory fashion and to return to them 
later. Frequently the minutes offer at 
the outset a very fair idea of the com- 
pany’s affairs and its policies together 
with a running history of those in con- 
trol or management. In addition, all 
corporate acts required by or requiring 
consent in law ought to be recorded in 
the minutes. 

The fact that the records have been 
carefully kept or that they are in con- 
fusion is merely evidentiary and should 
not be taken as conclusive proof either 
of honesty or dishonesty. It is not true 
that disquieting situations must  per- 
force run hand in hand with confusion, 
and sometimes the well ordered con- 
cern has the most to hide. 

The accountant should quickly re- 
alize that auditing and accounting fea- 
tures must be used merely to an end, 
and that he must go after principles 
and not mere figures. What has ac- 
tually happened 7—and how did it hap- 


pen 7—and who caused it to happen 7— 

















ind under what authority ; 
accountant 


When the 
certain intor- 
aim for the truth, 
the whole truth and nothing but the 
truth. His services may be of no value 
unless the whol 


atter 


LOeS 


mation he should 


story, including col- 
lateral issues, be obtained, since haif a 
story given to the attorney may prove 
to be very misleading 1f not dangerous. 
Phe accountant should beware of ac 
cepting written or verbal statements 
with important issues at their 
face value, without attempting to proy 
the fact 


forth. 


dealing 


of the assertions written or put 
It may be possible to accom- 
plish this by means of documentary 
evidence not recorded or even recited 
in the company’s accounts, such as con- 
tracts, correspondence, ete., or by ret- 
erence to the company’s record of 
collateral or resultant issues, or by evi- 
dence outside of the company to which 
the accountant may have access, sucii 
as documents or matters of public rec 
ord, records of those having business 
or contractual relationships with the 
company, ete. If written evidence is 
not available, then the accountant may 
fall back on information ob- 
tained or given verbally. Verbal ex 
planations should be received with the 
mental reservation that they may be 
incorrect and/or incomplete. 


have to 


This is 
not to say that all men are liars, but 
to use a colloquialism, that the ac- 
countant is “from Missouri.” Then 
the question arises how to verify such 
explanations and data so given. Here 
the taking of verbatim notes is advis- 
able, to be followed by an independent 
check against statements obtained from 
other individuals familiar with the 
If the accountant finds that con- 
flict exists in any way, and also finds a 
refusal or disinclination on the part of 


lacts, 


i 


certain individuals to supply informa- 


tion, he has the presumptive right to 
that incomplete 
information is being given him and 
that 


believe incorrect or 
a conspiracy may exist to keep 
from him that information to which he 
is rightfully entitled. Under such cir 
cumstances the situation should be dis- 
cussed with the attorney before taking 
further steps. 

Minor transactions should be closely 
scrutinized, because they may be indi- 
cative of certain lines of thought or 


action that may lead to matters of 
greater importance in principle and 
issue than the dollars and cents di- 


rectly involved. The minor point to 
the accountant must become the major 
point to the attorney. In this the ac 
countant may use judgment which can 
be developed only by experience, or he 
may quickly find himself chasing non- 
essentials. 

If it is known or believed that trans- 
actions of a certain class, which are 
very numerous, are irregular in any 
way, the accountant should follow one 
representative item from beginning to 
end and if necessary collaterally also, 
keeping a complete record of each step 
and the 
Having 


relative evidence supporting. 
proved irregularity, he should 
then take the matter up with the at- 
torney before proceeding further, as 
the one example may suffice for the 
latter’S purpose. 

Unless self-evident, the accountant 
should make note of geographical lo- 
cations of events and things, remem- 
bering that laws of political divisions 
(cities, states, etc.) vary in their ex- 
pressed form and application, and that 
the matters involved may legally be 
construed or governed by the laws of 
more than one jurisdiction, or one 
other than that in which the company 
is domiciled. 














Working Papers 


he working papers of a special in- 
vestigation should be given even closer 
attention greater than that 
frequently given to audit papers. [rom 
the beginning there should be kept in 
mind the main purposes of the working 


and care 


papers which are: 


(1) To record the work actually 
performed ; 
(2) To indicate the source of the 


information and data; 
forth the accountant’s 


findings of facts; 


(wo) lo set 


aa 


lo be used in discussions with 
the lawyer ; 
To be the basis of the account- 
ant’s report ; 


wn 


To aid the accountant should he 
be called 
mony ; 


upon to give testi- 


(7) To record general information. 

Work actually performed should be 
recorded at some length. If 
tion made it 
stated, supplemented by a description 
of the method of check adopted and 


verifica- 


has been should be so 


other records referred to, 1f any. It 
an extract or complete copy of a docu- 


ment has been read, it should so be 
noted. 
Data may be obtained from minute 


card 
verbally, 


books, account books, documents, 
records, correspondence, or 
or from other sources or a combination 


All should be 


clearly indicated, and proper descrip- 


of sources. sources 
tive notation also made, particularly as 
to whether the data shown is in part 
only or complete, and whether it con- 
stitutes a verbatim copy or otherwise. 

Where the facts of a specific matter 
are not self-evident from the data con- 
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schedule, the 
accountant should write out the relative 
statement of 
time the matter is “hot” predicated on 


tained in the relative 


facts as he sees it at the 


the data contained in the schedules 
Data in verbatim should always be in 
dicated as such, and unless there are 


good reasons to the contrary, the use 


ot the identical language and terms 
found in the books and documents 
examined or used in verbal conversa 


tions, is to be preferred to the 
accountant’s own language and expres- 
sions. 

Frequently information or data that 
at the moment may not appear to bear 
directly on the purpose of the investi- 
gation, may be secured without real 
effort or loss of time. This should un- 
hesitatingly be obtained for it is sur 
prising how very useful it may turn 
out to be, usually consisting of copies 
documents, financial 


of legal state 


ments, statistics, printed matter, ete. 


The accountant should record the 
data and time each schedule is pre- 
pared and each document or trans- 


action is examined. Particularly in 
extended time 
plays an important part, and whether 
had 
knowledge of certain facts or had per 
formed certain work may prove to be 
important. 

Discussion of the accountant’s work 
with the attorney will reveal its com- 
pleteness (or otherwise) and readiness 


investigations, often 


at a given time the accountant 


and ability to satisfactorily answer all 
questions which should have been dealt 
with warrant the continued confidence 
of the attorney. 

When it is borne in mind that the 
working papers are the foundation of 
the accountant’s report, and may be 
the principal staff on which he wili 
lean if called upon to testify, the im- 























portance of what has already been said 
becomes the more real. 
Reports on Investigations 


Practically speaking, the report is the 
accountant’s finished work, and almost 


from the beginning the accountant 
should have at least an idea of what 


it will probably contain and to some 
extent the 
presented. 


form in which it will be 

Much that has already been said has 
a bearing on the report or will be re 
The ac 
countant should do all within his power 


flected therein or thereby. 


to furnish the essentials required by the 
attorney as simply and concisely as 
the 
as ascertained should be given pret- 

then the 
such facts are based, 
by the conclusions reached by the ac 
countant, all supported by such exhibits 


possible. Broadly speaking, facts 


erence ; comes evidence on 


which followed 


as are deemed necessary or have been 
requested by the attorney and such 
comments on the physical work actually 
performed as may seem advisable. 

Photostatic copies of documents, ex- 
cerpts, checks, ete., make very satisfac 
tory exhibits only slightly less valuable 
for legal purposes than the originals 
themselves. 

The report should be written so that 
there is no difficulty in distinguishing 
between those statements put forth as 
facts and the evidence on which they 
are based; any assumption should be 
clearly indicated as such. Consistency 
and terms throughout 
should be watched, and care taken to 


of language 


guard against changing the expressed 
documents, ete., 
ferred to in his comments and prob- 


phraseology of re- 


ably annexed as exhibits, unless definite 


disclosure of any such changes be 


The accountant should be slow 


made. 
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to place responsibility for irregularities 


or unsatisfactory conditions on the 
shoulders of individuals ; certain thing's 
are better said than written. Any ac- 


counting or allied matters calling for 


extended discussion should be dealt 


with as simply as possible, and the 
accountant should not hesitate to dis- 
card or modify his customary form 
and terminology to bring out more 


simply and directly the facts or better 
meet the attorney's views or require 
While it is within the province 
of the accountant to draw attention to 
apparent illegalities, it 1s not his duty 


ments. 


to arrive at or express definite legal 
conclusions. 

\s a general rule, particularly in 
found 
conducive to readier reading and un- 


voluminous reports, it will be 


derstanding if each subject is dealt 
with wholly and completely at one 
time, rather than relying upon refer- 
ences elsewhere to fill in, complete, or 
modify, the main subject in point. OF 
course, collateral issues to a main sub- 
ject may be of sufficient importance to 
warrant them being made the subject 
of a self-contained section, in which 
event only reference thereto under the 
When repe- 
titions and/or references are unavoid- 
should be 
such. 
be adhered to when- 
and significant dates 
accurately quoted. In 


main subject may suffice. 


able, care exercised to 


denote them as Chronological 
sequertce should 
ever practicable, 
consistently and 
dealing with the report as a whole or 
with any of its component parts, the 
following principal matters should be 
borne in mind: 
Matter : 


1. Statement of facts 
2. Evidence in support of (1) 


(Continued on page 24) 
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Dear 
We take pleasure in announcing that we have become 


associated with the accounting firm of 


Lybrand, Ross Bros. & Montgomery 


and in the future the facilities of all of the offices of that 
firm in this country and abroad will be at the disposal of our 
clients. This will enable us to provide for the expansion of our 
business and to give prompt attention to the requirements of our 
clients at various points outside of New York City. 

We trust that the cordial relationship heretofore 
existing between us will not only be continued, but strengthened 
under this arrangement. Mr. Hilditch will continue to give his 
direct personal attention, as heretofore, to the practice. 

Our office until May 1 will be continued at the present 
address, 17 East 42nd Street (Telephone Vanderbilt 4293). After 
that date we shall be located in more commodious offices at 


385 Madison Avenue. 


Very truly yours, 
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The L. R. B. & M. Journal 


Published by Lybrand, Ross Bros. and 
Montgomery, for free distribution to 
members and employees of the firm. 


The purpose of this journal is to com- 
municate to every member of the 
staff and office plans and accomplish- 
ments of the firm; to provide a me- 
dium for the exchange of sugges- 
tions and ideas for improvements; to 
encourage and maintain a _ proper 
spirit of cooperation and _ interest 
and to help in the solution of com- 
mon problems. 
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A New Associate 


For several years past we have had 
an uptown office at 385 Madison Ave- 
nue (near 46th Street) for the conveni- 
ence of such clients as wished to confer 
with us without having to come down- 
town to our office at 110 William 
Street, in the Wall Street district. Our 
uptown office has been augmented by 
the association with us of Messrs. I. 
\W. Hilditch & Co., whose practice 1s 
now under our joint direction, 

The letter reproduced on the oppo- 
site page was recently sent to its clients 
by FF. W. Hilditch & Co. and speaks 


for itself. 


Accountants as Arbitrators 
Several years ago I expressed the 
thought that it was an imposition to 
call upon professional men for profes- 
sional services without paying them 
for it, that the contributions of profes- 
sional men in the way of public service 
should have to do with other than tech- 
nical matters. I stated at that time 
that accountants should do all they 
possibly could to promote the settle- 
ment of commercial disputes by volun- 
tary arbitration and keep business men 
out of the courts but that, in my opin- 
ion, accountants should not be asked to 
arbitrators unless compen- 
sated at the regular professional rates. 
I have arbitrator three 
times and have received only ten dol- 


serve as 
served as an 


The matters in 
dispute involved large sums and if liti- 
gated through the courts would have 
involved enormous expense and a long 
period of time. I have decided that | 
will not act as arbitrator again because, 
based on my experience, I do not think 
that there is the slightest reason for my 
gratuitous services. In each case the 


lars for my services. 
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concerns were large and could have 
well afforded to pay us a fair per diem 
fee, and [| have no doubt they would 
have been willing to pay except for the 
rules of the Chamber of Commerce 
and other bodies fixing the fees ot the 
arbitrators. | think business men, pet 
haps those who are retiring to a more 
or less extent, should be used. The 
business man may be warranted in ren- 
dering such services gratuitously be 
cause of the possibility that he may at 
some time be the beneficiary of such 
gratuitous service by other business 
men when he has a case of his own for 
arbitration. The accountant is not in 
this position. From now on I shall 
oppose the selection of accountants as 
arbitrators unless satisfactory compen- 
sation 1s arranged. 


R. He. M. 


Department Store Accounting 


Mr. Hermon F. Bell, of our New 
York office, has had such a long and 
varied experience in connection with 
the accounts of our department store 
clients that he has become recognized 
as an authority in that field of public 
accounting. 

In addition to his direct work in that 
connection, he lectures at Columbia 
University on the subject of Retail 
\ccounting. He represents our firm 
in the Controllers’ Congress of the Na- 
tional Retail Dry Goods Association 
and from time to time speaks or writes 
on department store accounting. 

\t the March meeting of the New 
York State Society of Certified Public 
Accountants, Mr. Bell spoke on “Re- 
tail Accounting from the Viewpoint of 
the Accountancy Practitioner.” — In 
order that our organization generally 
may have the benefit of Mr. Bell's 
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study of this subject, we present a con- 
densed report of his address in this 
issue of the JoUuRNAL. .\ synopsis of 





the address also appeared in the \pril 
issue of The American Accountant. 


“The J-M Circle’”’ 


lhe Johns-Manville Corporation has 
joined the large number of business 
organizations which publish a periodi- 
cal, primarily for distribution among 
the members of the organization. 
When an organization has grown to a 
size, both in numbers and in geograph- 
ical distribution, which makes personal 
contact between any considerable nun: 
ber of the members of the organization 
impracticable, such a publication serves 
a helpiul purpose in keeping the o1 
ganization as a whole informed of its 
purposes and current achievements, in 
holding up continuously the ideals of 
the organization, and thus maintaining 
the esprit de corps at a high point. 

One of the best statements we have 
seen of the purposes of a “house or- 
gan” is that by Mr. Theodore F. 
Merseles, President of the Johns- 
Manville Corporation, which appears 
in the initial issue of The J/-1/ Circle, 
under the tithe “The Johns-Manville 
Spirit.” 

The magazine is interesting in con- 
tent and attractive in appearance. For 
us it has a special interest because of 
the long period over which our rela- 
tions with the Johns-Manville Corpo- 
ration have extended. 


My bank book is my favorite read- 
ing, I confess. Next to the Bible, it 
is the world’s greatest bool. Every 
man should have his cop..—Harry 
Lauder. 























Chronicle of an Assignment In 


\ er 2 Ork 


FOREWORD: In this age of the 
question and answer book, of the cross- 
word puzzle, and of the “Outlines” of 
of that, 
trip to Cuba seems unnecessary. How- 


this and space devoted to a 


ever, there are some who still see “Ser- 
mons in stones and books in running 
brooks,” and to such of them as have 
not had the privilege of getting first 


hand information of the Pearl of the 


\ntilles, | offer my impressions. ) 
When Mr. Gee assigned me in Oc- 

tober last to make an audit of the 

accounts of a raw-sugar mill in the 


Eastern part of Cuba, | immediately 
conjured up memories of my last pre- 


ious visit to the island. By saddling 


some of my obliging associates with 
inv engagements, I managed to get 
away. I left by train (The Havana 


Special ) at and reached 


Havana in 48 hours. 


3.20 p. m. 
\s Ruskin wrote, 
“all traveling becomes dull in propor- 
tion to its rapidity.” 
after left Washington found me 
slumbering peacefully. However, that 
part of the South through which we 
passed was the subject of some talks 


The stops made 
we 


with passengers. 


Going South 


I went to Cuba in 1919 with Mr. 
Lybrand and the party of the late 
(jeneral Goethals. I saw then more 


f the country through which the train 
The change in temperature is 
perceptible within the first ten hours 
the character of the 
changes to abundant tropical vegeta- 
south. The Florida 
is not all there is about Flor- 


passed. 


and country 


tion as we get 


“Boom” 
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Cuba 


BERGMAN 


OR: 


Phe Panama Canal, which lies 
almost directly south of the tip of 
Florida, has made the West Coast of 
South America accessible to Southern 
ports. 


Miami, 


ida. 


Charleston, Jacksonville, and 
to the South, have 
improved their port facilities to a very 
great extent. 


gateways 


The Caribbean and Gulf 
There is 
every evidence that the South is on the 


trade is only in its infancy. 


eve of a vast expansion of her foreign 
trade, not so much along the old lines 
7 material distribution, 
but rather by the introduction of a 
healthy 


of passive raw 


through | in- 


fabricated wares. 


diversification 
creased sales of In 
the readiness and alert resourcefulness 
of industrial in meeting 
new problems, in her ample supplies otf 
necessary raw material, in her abun- 
dance of water power and fuel, in the 
up-to-date of her many 
ports, and in her proximity to nearby 


her leaders 


equipment 


markets and to well traveled sea lanes 
leading to others of vast potentiality, 
she enjoys a combination of advan- 
tages that is unique and of compelling 
power. The the Florida 
Keys to Key West is made possible 
by a remarkable engineering feat. | 
saw more of the Keys in 1919, for the 
reason that of them (Long 
Key) our coach was derailed and we 
had to repair to the little station and 
regale ourselves 


ride across 


on one 


on sandwiches in 
place of the meal we had expected to 
have in the diner. 

The connection at West is 
made very promptly and so | 
patched a telegram to the place for 
which | 


Key 
des- 


was bound and then boarded 
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the small vessel which plies between 
Key West and Havana. The trip be 
tween Key West and Havana takes 
about six hours. The trip can be very 
choppy (as it was on my return) but 
it was very pleasant on the going trip. 
It is of interest to see whole trains ot 
cars being ferried across; in fact, a 
representative of an engineering cor 
poration told me that his concern will 
load cars at the factory in the States 
and the cars will remain sealed until 
they reach Havana. This should be a 
big saving in handling charges. 


Relations with The United States 


The International Conference of the 
\merican Republics, in Havana, is of 
particular significance to every citizen 
of the United States. When I first 
learned about the proposed conference, 
[ did not expect such important re- 
sults to come out of it as have de 
veloped since the conference was 
opened by President Coolidge. 

On January 21, 1928, the Hon. 
Charles E. Hughes, former Secretary 
of State, said at the American Cham- 
ber of Commerce dinner in Havana: 

We are charmed with Cuba. Our eyes 
rest with delight upon the beauty of Havana. 
Our hearts respond with gratitude and at- 
fection to the eloquent words of the Presi- 
dent ot Cuba and to the warm greetings ot 
the Cuban people. We feel that we are 
identified with you in spirit and bound to 
you by the ties of sacred memories and in- 
vincible aspirations. 

We cherish the thought that Cuba, in her 
liberty and independence, is the vindication 
1 the idealism of the people of the United 
States. It is that idealism, which, at the 
very beginning, during the struggles of over 
one hundred years ago, nurtured our policy 
in this hemisphere. It is that idealism which 
has ever been the guardian of our liberty at 
home. 


The United States has given ample 
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evidence of the sincerity of her efforts 
to establish better relations all over 





the world. It was the sad plight ot 
Cuba, under Spanish rule, that  in- 
spired some of the greatest men in the 
United States to help the people of 
that island. Long before the Spanish 
\merican War (in 1869, to be exact), 
General Grant sent General Sickles 
to Spain with the proposition that 
Spain retire from Cuba for an indem- 
nity of $100,000,000 guaranteed by the 
United States. This offer was not ac 
cepted. 
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Cuba has been an important factor 
in our national life. Even before 
President Monroe enunciated the 
famous Doctrine, Cuba’s future was 
bound up with our own. In 1808 
President Thomas Jefferson wrote to 
\lbert Gallatin “IT shall sincerely la- 
ment Cuba’s falling into any other 
hands than those of its present 
owners.” England and France both 
had ambitions in that direction at that 
time. In 1898 Mckinley stated in his 
message to Congress: 

The new Cuba, yet to rise from the ashes 
of the past, must needs be bound to us by 
ties of singular intimacy and strength, if its 
enduring welfare is to be assured. 

Henry Cabot Lodge states in his 
book on the War with Spain, that the 




















\ntilles 


movement in 


expulsion of Spain from the 


was the final step in a 
which the United States had been en- 
gaged for nearly a century. 

It is pretty recognized that 
under the Platt \mendment the United 
States virtually underwrites the po 
litical stability and the 
sponsibility of the Cuban government. 


well 


financial re 


Havana 

It is rich 
in natural and architectural beauty and 
rife with historical and legendary as- 


ltavana is a splendid city. 


sociations. I have never been to Paris, 
but from descriptions of the life of 
Paris must be a 


there deal of 


similarity. 


great 








The principal merchants are Span- 
iards, although the Chinese and Jap- 
anese are very much in evidence, with 
especially ¢ood-looking stores. I was 
impressed by the temperance of the 
Cubans; they drink everything, but 
rarely to excess. 

\ hurricane struck the island in 
1926 and the loss in money was esti- 
mated at $75,000,000. Thirty lives 
were lost and 3,000 people were in- 
jured. 

distance, the 
Morro 


I saw again, in the 


twelve guns over at Castle, 
named after the twelve apostles, and 
each bearing its apostolic name. 


The city has an ideal climate and it 
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is kept clean and healthy. Spanish is 
not essential, but you will get along 
At nine 


swine. 


much better if you know it. 
full 
Some of the streets are narrow and the 


o'clock everything is in 
sidewalks in some cases only a few 
inches wide, probably put there orig 
inally to from 
traffic and not for the accomodation of 
They tell you that there 
is an old Spanish law to the effect that 
in cold places the streets should be 


protect the buildings 


pedestrians. 


wide; in hot places, narrow, so that 
they may be well shaded by adjacent 
buildings. 
\s far as I am concerned, the two 
most interesting statues are the Maine 
Memorial and the Students’ Memorial. 
The Memorial, located at a 
vantage point on the Malecon Drive at 
the entrance to the Vedado, and near 
the old Santa Clara battery, is Cuba’s 
beautiful tribute to the victims of the 
ill-fated — battleship 
played a most important and decisive 
part in the Island’s struggle for liberty. 
The memorial was erected during the 
Zayas administration, un- 
veiled with solemn and patriotic cere- 


Maine 


whose © sinking 


and was 


monies. Among the Americans in at- 
tendance, | am informed, were General 
Pershing, and a delegation 
of Spanish-American War Veterans 
from the United States. In token of 
British sympathy, Admiral Dayton of 
H. M.S. “Calcutta” mounted a guard 
of marines at the monument during 
the dedication. 

The Students’ Memorial is just be- 
yond the north end of the jail (carcel), 
where an armed guard keeps watch 
The simple panel is 
set in a fragment of the wall of the old 


day and night. 


Commissary Building, which was razed 
during the American occupation, leav- 
ing this bit of wall as a fitting memorial 
































of one of the most tragic incidents in 


Cuba’s history, when a group. of 
executed 
rhe 


oldest of the eight martyrs was but sir 


students were arrested and 


for alleged seditious speaking. 


Ch Vears of age. 


Rural Cuba 
[ left Havana for my destination in 
the afternoon and reached there about 
twenty 


four hours later. The country 


is essentially rural. The real Cuban is 
a countryman, the difference between 
relative condition of wealth being that 
one measures his holdings in caballerias 
(units of while the less 


33 1/3 acres) 


fortunate one speaks in terms of 


(units of 2! 


hectares acres). The 
wagons one sees are heavy and cumb- 
rous, having large wheels on account 
of the very deep ruts. 

The world looks upon Cuba as a one- 
that is but as a 
matter of fact a great part of it 1s not 
is a fact that the 
island has not made sufficient provision 


Hard 


times are in Cuba when the sugar crop 


crop country, sugar, 


eood tor sugar. It is 
to produce its own foodstuffs. 


is low, either as a result of lean harvest 
or as a result of the present restric- 
experts estimate that 52 per 
the about 23,000 


square miles) is good for cropping. 


tions. 


cent of area (or 


The so-called Zapata swamp, which re- 
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could 


sembles our llorida leverglades, 
be drained. The island could achieve 
entire economic equilibrium by diversi 
fication of crops. There is plenty of 
soil available for other foodstutfs and 
for cattle and hog pre duction. 

| reached my destination in a violent 
storm. .A\t one moment the surround- 
the 
blinding flashes of lightning lit up the 
What disturbed 
me was that the company had failed to 
have somebody meet me (entirely due 


and 


ings were as black as ink, next, 


whole countryside. 


to an error) when | out at 


the station, there was not a white man 


vot 


in sight; they were either Cubans or 
British West 
armed with machetes. Combine the re- 


Indian negroes, and all 


moteness of the place with the machetes 


and have a situation that might 


make you ponder. 


you 
This mob had come 
to meet the train for papers. “Pwo men 
carried my effects and all of us pro- 
half 
a two hours’ 


about a mile to 
then had 


journey on a track motor car before | 


walk 
the switch. | 


ceeded to 


reached the plant. I wish to say that 


The 


peaceable to 


at no time did fear possess me. 
people are singularly 
foreigners, although they have their 
own feuds with very etfective means 
of settling them; in fact, the loser can 
never claim with Mark Twain that the 
reports of his death are exaggerated. 

I stayed at the house of the manager. 
The adjoining central is owned by an 
ex-president of the Republic and he 
was to dine with us one Sunday but 
sent his regrets that on account of an 
indisposition he could not keep the 
engagement. 

[ cannot refrain 
to the manager's unique hobby. 
old bells bills). | 


startled just before my first meal by 


reference 
He 


Was 


from a 
collects (not 


the pealing of a number of excellent 




















| think the manager has seven 
g 


of them, some exceedingly old. The 
tone of each of them 1s surprisingly 
clear. One of them weighs several 


hundred pounds, and it occurred to me 
that this would be a ood hobby fora 
traveling salesman. 
Phe client operates a mill which has 
capacity of 300,000 


bags of 


raw 
sugar. The bag is a standard in Cuba 
and means 325 pounds. The account 
ing is peculiar to that industry, of 
‘ourse, but if one masters the methods 
of production, the accounting does not 
offer any problems.* It may be of in- 
terest to the accountant to state that it 
is the custom to inventory at market 


prices at date 


if closing, or at selling 
prices if the sugar is sold. 

Phe accounts are kept in Spanish, a 
legal requirement. | informed 
I Na- 
manner 1n 
The 
cash book and general ledger are re- 
quired to be 


am 
that to some extent the old Code 
still the 


which the records shall be kept. 


polean governs 


bound books. 


Keach of these books must be officially 


kept in 


opened by a government official who 
stamps cach page and then certifies on 
the fly leat the the 


opened and the number of pages in it. 


date book was 


hese books, and no others, | am in- 
formed, are the only admissible evi- 
dence in legal proceedings. 

Just when sugar was first produced 
is a long. story; India. 
Marco Polo refers to sugar factories 
in South The Crusaders 
found plantations in Tripoli and in 


possibly in 


China. 


other places on the Mediterranean 
Coast. 

The subject is covered ery well in Colonel 
Montgomery's Auditing Theory and Practice, Vol. 
I, Chapter VIII 
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Growing and Grinding Cane 
Che mechanical processes in produc 
ing cane and beet sugar are not much 
different. The principal operations 
are extraction or Y the 
juices, clarification, and then evapora- 
tion or crystallization. 


eX] ression. of 


Phe ground is 
plowed in rows in which a stalk of 
cane is buried. the 
new cane spring from the joints of the 
planted stalk which is laid flat 
lengthwise in the row. The cane begins 
December. The cane is 
the mill, and then 
dumped into a channel, through which 
it is mechanically 


The rootlets and 


and 


to ripen in 
cut, carried to 
conveyed to huge 
rollers. The rollers are arranged in 
pairs, or in sets of three, and turned by 
powerful engines. The juices are col- 
lected in troughs. The fibre remaining 
(it is called **Bagasse” in Cuba) is used 
for fuel, although experiments are 
being made to utilize it in the manu- 
facture of a coarse fabric. 

By law, the President of Cuba was 
empowered to limit the production ot 
raw sugar for the crop years 1925-6, 
1926-7 and 1927-8. The same law pro- 
vided a penality of $20 per bag on any 
production in excess of the allotment. 
Under this authority there was en- 
acted the Sugar Defence Law and there 
was created a corporation, Cuba Sugar 
I-xport Company, the stock of which 
had to be subscribed to by the pro- 
ducers. As the matter assumed 
international importance, | am quoting 


has 


from .\rticle 8 (d) of the law: 
(d) The company shall dedicate itself 
exclusively to the sales, pro rata and for 


account of all Cuban sugar producers, their 
successors or assigns of the surplus produc 
tion of this raw product, surplus production 
in this case being understood to be all sugar 


in excess of the domestic consumption and 


of that to be exported to the United States 
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of America, that is to say, the 
ered by the Reciprocity 
tween Cuba and that 


sugar not CoV 
Treaty in force be 
Republic. 


(e) In order that this destination may be 
duly proved, the sugar sold by the company 
must be accompanied, on being exported, by 
the corresponding certificates of identity 

Qn my return to Havana | con- 


ferred again with representatives of the 


Royal Bank of Canada. My recollec 
tions of them and of everybody else 
whom | had the pleasure of meeting 


are very pleasant. 


Camaguey 
Qn the return journey, | had a good 
opportunity to see Camaguey, probably 
the most famous city on the island. It 
looks as it must 
time of Columbus, 


have looked in the 
at least the winding 
the rural 
gives you that feeling. 


streets and air of the place 
It has a cathed- 
1530. In one 


of the parks there are statues erected 


ral which was built in 


to some of its warrior heroes. ‘The 
city is famous for its large pots ot 
baked clay which at one time were 
used to rain water. It has a 
splendid hotel, run by the Cuba Rail- 


road Company. 


store 


The hotel was at one 
time a barracks for Spanish soldiers 
and much of the old detail 
left intact. 


has been 


New Construction 

The government has begun the con- 
struction of the Central Highway to 
run the full length of the island. The 
contract was awarded to an American 
Company. I saw the work in progress 
during my return to Havana. Special 
new taxes and the enforcement of old 
taxes have been instituted in order to 
The Central 
Highway is expected to give an enorm- 


meet this expenditure. 


ous impetus to other developments, for 
the reason that the roads in the rural 
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sections are not satisfactory tor either 


animal-drawn or motor-driven. trattic. 


Taxes 

Manufacturing companies pay an in 
come tax of 8 per cent. Other com- 
panes also pay an income tax; some at 
S per cent., some at © 


some at 2! 


per cent., and 
per cent. The income tax 


law will have a 


copy for the use of any of our organt- 


repay reading and | 


zation who may be interested. Provi 
sion is made for computation of de 
preciation on jict values. Bad 


written off only if the 


be “ ik 
debts may he 


asset has appeared in the balance sheet 


at the end of three fiscal years. There 
is a sales tax of 1 per cent and a 
tax ot per cent on exported money. 


In addition, various imposts are levied 
locally. 


Special Investigations in Collabo- 
ration with Attorneys-at-Law 


{ ¢ NuUCa om a e 15) 


“uu ted” or otherwise (a) Doc- 
umentary or written (including 
exhibits) (b) Verbal 
3. ltfect of the facts and/or con- 
clusions arrived at 
+. Authority for transactions 
=: Description of actual work per 
formed (when necessary ) 
6. References to collateral or sub- 
sidiary issues 
7. Geographical features (loca- 
tions of things or events) 
8. Dates or times of events or oc 
currences. 
Form: 
1. Logical divisions as to main and 
minor subjects 
2. Relative 


importance of main 


subjects 


3. Logical sequence of main and 
minor subjects. 
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